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1 . 


USSR . Stalin’s message to Mao stresses Sino-Soviet friendship ? On 
the second anniversary of the Peiping regime, Stalin sent "friendly 
greetings" to Mao, expressing a hope for "further successes in the 
construction" of the administration and the consolidation of the 


"great friendship of alliance between the People’s Republic of China 
and the USSR — ■ . strong safeguard of peace and security in the Par 
East.’’ 


Comment ? The significant difference between this message and the 
one Stalin sent in 1950 is the emphasis on Sino-Soviet friendship. " 
In the terse greeting sent to Mao in 1950, Stalin merely sent "friend- 
ly congratulations" and wished for "further successes in building the 
independent People’s Democratic China." 
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4. 


TglESTE « Effect of suspension of trade with Soviet Orbit ? The Allied 
Military Government has prepared a study on the effects that the sus- 
pension of trade with the Soviet Orbit would have on the economy of 
Zone A of the Free Territory of Trieste . The study concludes that 
Trieste imports no commodities from the Soviet bloc that could not be 
procured elsewhere and that all Triestine exports could be marketed in 
other areas o The report also concludes that the cessation of transit 
trade with the Soviet bloc would not be disastrous but would be felt. 

On the other hand, cessation of trade with Yugoslavia, which supplies 


Trieste with 21 percent of its imports , 
on the Zone’s economy,, 


would have a noticeab le effect 


Comment? Hungary has threatened to divert trade from the port of 
Trieste unless licenses are granted for transshipments of strategic 
commodities to Albania,, Trieste transit trade with the Soviet Orbit 
has declined since 1949 <> In that year the volume of shipments ap- 
proximated 335,000 metric tons while in the first six months of 1951 
it totalled 122,000 metric tons 0 


25X1 


5. Y U GOSLAVIA o ljto d e fines,, d emo c racy s In a speech during his current 

tour around the country Tito commented at length on Yugoslav democracy. 
He declared that democracy exists "where every man has bread, work 
and dignity." He objected to Western statements that Yugoslavia had 
moved backward and that changes in the state administration had been 
made because of Western pressure, explaining that these changes were 
necessary to find the correct and "most humane path to socialism; 

Tito declared that Yugoslavia had renounced Russian terrorism because 
it is not characteristic of socialism^ but warned that democracy does 
not extend to men who hate the Yugoslav system and that the government 
must apply to them "methods appropriate for such men". He stated that 
"dembbracy is for the broad masses who love their country and its 
social system." 

The US Embassy in Belgrade comments that while this definition of 
democracy — freedom to agree with the regime and the outlawing of 
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dissenters — - is little different from that in the Soviet Union, in 
fact the regime is relaxing some controls and is more liberal than the 
Cominform states. 


25X1 


fi^mm^nt % While there has been some relaxation of stringent police 
controls and some improvement in human rights in Yugoslavia, the recent 
treatment meted out to peasants wishing to withdraw from cooperatives 
is apparently typical of the "methods appropriate for such men" who hate 
the system. 


25X1 


Bumanian-Hungari an army maneuvers reported ? The Yugoslavs have 
informed the US Embassy in Belgrade of the holding of Hungarian and 
Rumanian army maneuvers near the Yugoslav border. According to the 
Yugoslavs, Hungarian maneuvers, involving two infantry divisions, a 
tank regiment, an artillery regiment and supporting troops, took place 
between 8 and 28 September. Rumanian maneuvers of perhaps two divisions 
were scheduled to commence on 28 September. The Yugoslavs state that 
Soviet units are participating in both maneuvers and speculate t hat a 
Soviet staff is directing both exerc ises in a coordinated plan. 
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1. INDONESIA . National Party continues its opposition to Japanese treaty : 
Indonesia's Ambassador to the US* Dr, Ali, and chief of the mission to 
Japan, Dr. Sudjono ~ both National Party members and delegates to the 
San Francisco conference — reported to their party council on 29 
September and presumably advocated ratification of the Japanese peace 
treaty. The following day, however, the National P arty executive council 
reaffirmed the party 1 s opposition to ratification. 


25X1 


Comment : The National Party has already reversed its position on 
the treaty once and undoubtedly considers it impolitic to do so again. 
Since the National Party vote probably would decide the issue of ratifi- 
cation, the government may prefer not to submit the treaty to Parliament 
for some months in the hope that political considerations at a later date 
would permit the National Party to vote affirmatively. 


25X1 


3. Socialist leader would support Ho Chi Minh . The leader of the 

Indonesian Socialist Party, Dr. Sjahrir, who is now visiting India, 
told a Bombay press conference that if his party should win the coming 
general elections in Indonesia, it would support Ho Chi Minh's struggle 
in Indochina, Sjahrir said the people of Indonesia sympathize with Ho but 
cannot support him openly at present. 


25X1 

Comment? It is most unlikely that the Socialist Party would 
win enough votes in the proposed general elections to enable it 
to form a government. However, sympathy for Ho Chi Minh is 
widely, current among politically-conscious Indonesians. 

The Indonesian Government does not recognize the Associated 
States of Indochina and, in line with its "independent" foreign 
policy, has little officially to say about either the Associated 
States or the Democratic Republic of Vietnam. 
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„^^~~_® 5 s££_^££i£er_see 3 _no_end_to Viet Minh rebellion. 
The cnierof the French Bureau of National Defense in Indochina 

imless°th See ^° W iH he Vi6t Mnh Can 6Ver be defeated in the field 
£ 1 VS COim iu " collective suicide » against French 

defenses. He believes that the threat to the Hanoi beachead has 
been temporarily removed, but that the Viet Minh can go on re- 

fimj til I lg i ;Lndefinitely ' While thS French is approaching it* 

financial, manpower. and ceiling. 1 


Viet MiSrShI F Alth ? Ugh , tb ® fightin S is now going against the 
t r. . * tbe rench ancl the Vietnamese must create a dynamic 

f^r«M Se + arn ^ an p adlllinistration t0 take advantage of this 
favorabie^ trend Progress has been slow, owing partly to materiel 

fnl recrwSo„f rtly t0 mUtUal Fr ™ h ^tnamese s-Picion 


25X1 


. F r ench take _he avy to ll of Viet Minh in mop-up s A French 
leaning action within the delta perimeter begun on 25 September 
hw aueeeed ed in encircling Viet Minh forces and overcoming 

l om Zii nCe : ^ ly ^ Vi8t Minh and moreen 

1 ' . 000 Pr i soners ha ve already been counted, 1 


25X1 


* , Sg££££l--Staff source se es _ Viet Minh need for morale 

A T ber French General Staff m Indochina toldThe Us consul 

i Hanoi that the current Viet Minh threat to the western Tonkin 
St° o MShia HO probably indicates that the Viet Minh is casting 

Nations i n H ra i e 001ng Vdct0r ^ to initiate the heavier op- 
ations of the dry season. The source believes that the loss of 
Ng la Lo would not alter the basic situation. The US consul 
!“ th ® French d0 not a PP ear willing to make an all- 

r t K^°H retain their western tonkin outposts. He views 

***** f V th in th <*r delta 


C °£Ef£t ; In the fall of 1950 the French perimeter in T on kin 
was greatly reduced by the loss of all but one post on the China- 

fSrtw^ bor f? r ° appears that the French anticipate possible 
urther reduction this fall. General De Lattre 3 s plan is +0 

concentrate on the defence of the delta proper! £ch he hopes 

f ield of P n rf f® by ringlng the entire delta with an interlocking 

proiect is la £°“ 3e rri bu ^ dred concrete emplacements. This 
project is to be completed before the end of the year. 
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8 , 
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CHINA., 


China sa at Indochina border tom denoun ce "French imperialism!, " , 

i , f^ReTRinese Coramunigts at Tong King f just — 

opposite Monoay p at the ©astern tip of thb China-Indochina border) held a 
mass parade and rally on 2 } September on the them© of "resist America, aid 
Aoreao The principal slogan was "down with US imperialism," The second. 
ominously audible — in MonoaVn was "down with French imperialism." 


25X1 


.Comment g This relative importance of "French imperialism" is not re- 
fleeted in the 45 slogans for Peiping's National Day (1 October), one of 
Which honors the Viet Minh hut does not specifically denounce the French. 
In the event that Peiping decides to intervene substantially in Indochina 
and *l$o decides to prepare for such intervention in its propaganda, it is 
likely that there will be more evidence of such an intention than an over- 
heard slogan at a rally. There continues to be no reliable indication of 
a Chinese plan to intervene in Indochina in the near future. 


Peiping prints more of basic Communist works than of Mao Tse-tung'sa 
Chinese GommimiIt - Teader"Tung Px -wu “reviewing the progress of the FeYping " 
regime since its founding, two years ago, revealed that 2,270,000 copies of 
works of Marx, Engels, Lenin and Stalin were published in Communist China 
during 1950,? as against 980,000 copies of the writings of Mao Tse-tung, 


Comment s The Daily Digest of 10 September reported the assertion of 
an observer from CommunisTWna that Mao's writings had "almost disappeared" 
in f aver of translations from the works of Marx, Lenin and Stalin. ‘ „ 

While this observer obviously overstated the case, he was .evidently right 
about the greater circulation of the basic non-Chinese Communist works. In 
any case, there is no longer any idealogical confliot between the writings 
of the Communist fathers and those of Mao s Mao has been absorbed into their 
family and has given them credit for laying out the basic course to be fol- 
lowed in Communist China as elsewhere. 


, ■ , on Ghinese military strate gy and obje ctives expressed by 

Li » General Hsiao T~Rn f aP 
Defense, concerning Chinese Communist 
military objectives are reported by the US Naval Attache, Taipei, in a 25 
September dispatch. These objectives are held to be control over both 
Japan and Formosa, Regarding the former. General Hsiao believes that the 
Chinese Communists wish to see a weak Japan and that they regard UN forces 
in South Korea as "a screen for rearming Japan and thus will not be content 
until all UN forces are driven out or removed," Regarding Formosa, the Na- 
tionalist Government must be destroyed as it constitutes the only opposi- 
tion to the Chinese Communists in China, 
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Ka !Tf p «°* or 

object! Tea. Although they will t ** th ® Gpmmunists from these 

tion, as long a, the m 7, SlUnf tL“ I* ^ 

to maintain the eapabilitv of . Chinese Communists will attempt 

presents, The loss of a f«w hundred^ho 0 * 1 *^ 0 ^ 0 ^^®* whi,ch th ®y h& ve at 
the large gains in 2ms ©0^1?°“ ? Ti ln ?° r5a in for 

Chines© Communi .Tphnt,XT nr K fr “ * US5l!l i> typical of 
position excellent as it d n */J+ * ? ° They C0n81( i«r their military 

tial„ nor do tW worrv about itl ^ danger te poten- 

can always withdraw north while sustaining th Sr0Und f £ontal attack as -they 
The only thing General Hsiab beUev- ^ J T* in Korea ^finitely, 
amphibious assault along the east and west t0 f !* r i n K °f* a ±S a flan3d -ng 
even this is not considered m^ch o^a thrlt°L *1!* K ° r * a ’ &ltho ^ h 

ON forces have such intentio ^ "" theydo » ot the 

Stafr^Hi'a rated as*the t f?* 7 Chief ° f th ® G ®^al 

Ministry of National Defense ' The «+. ® m&St r ® liabl ® analyst in the 

and Formosa are generally accepted i ^ng^C^ 

equipment for Chinese Communist eround^oL^ “T° r ’ Ihe 3 “PPly of 
but this informatS1.^^oSi™ a 1 . S al “° " POrt< ' li te b « 

of £ * sssi * 

Chinese felu Riter area . Ih. 

ational airfield (at Takushanl „ P~ 7 ^ ^Eo^e Saveio ping^nother jet oper?- 
FEAF, which comments S^TSew ?ieM YAl * Ri ™ a rea, according^ 

pand by 100 its jet figjte? strength 11 ° ^° Uld ® nable the CGaF to «- 
Haves that 5 0 jet fighters are nS * h \ Kor9 ** ho ^ area, FEAF be- 
fields (Anting and Tatungkou) at the horded ® |ft m h ° f th ® two °P* ra tional 
the Anshan-Uaoyang-Mukdfn area 9rp , an ? an additional 100 from 

^Jk^tagfng th ^ 
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preparing to make amphibious landings on both the Korean east and west 
coasts in order to drive ’’the Korean and Chinese forces back to the Yalu 

25X1 

Comrnent g This latest Communist claim may be an effort to counter 
effective UK propaganda that the Chinese and North Koreans have success- 
fully utilized the respite of the Kaesong talks to rebuild their offen- 
sive potential., Additionally;, it is known that Communist forces in Korea 
have a genuine fear of UN amphibious capabilities o 


Communist ai r interdiction program moves souths The Far East Com- 
mand » eoipienting on Communi'it ajr activityTn tRe Korean war* observes 
that while previously most encounters with enemy jet aircraft took placd 
over the Yalu river in the vicinity of Sinuiju, during "the past two weeks, 
the majority of encounters between friendly and enemy jets occurred in the 
Sinanju area, with occasional engagements in the immediate Pyongyang vi-« 

?l n J' « * nd ° n J y a SIDRl1 nw ^ 9r in th ® Sinuiju area*" FECOM comments that 
it is eyident that the Communist have "expanded the normal area of 
counter-air 

25X1 Pyongyang" 


15 * 


June 1951 one soldier observed "thousands of Russian antiaircraft troops 
deployed along. the Yalu river i» the vicinity of Antung and in the hills 
stirrounding Antungo" Another prisoner claims to have seen 5,000 Soviet 
antiaircraft troops, dressed ’ “ " 

Antung in;' early June, 195 lo 

comment g The presence of a considerable number of Soviet troops in 
North Korean rear areas is accepted* Although not a firm estimate, it is 
possible that they number in, excess of 20,000* While generally performing 
a technical, advisory, or service function, some organized antiaircraft 
units are believed to be operating in northwestern Korea* These dated 
and still unconfirmed reports although dealing with the Antung area are 
further evidence pointing to the presence of a relatively large number of 
Soviets in the K©re an -Manchurian theater* 


25X1 
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"wrecking of the Kaesong negotiations o w 
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SECTION 3 ("WESTERN) 


1 . 


GERMANY", East Germans doubt Western sincerity on trade agreement t The 
Berlin Soviet-licensed Per Morgen speculates that - ' the US may still impede 
the implementation of the interzonal trade agreement. The paper urges the 
entire German population to be on guard against further sabotage of trade; 

it calls for the a bolition of restricted lists and of the West German central 
licensing office. 


, Comment. The East Germans are obviously anxious to conduct not only the 
trade authorized in the interzonal agreement signed on 20 September, but also 
the illegal trade which contributes to East German industry. The East 
Germans^ have not yet fulfilled most of the commitments regarding the freedom 
o Berlin trade and communications that they made at the signing of the 
interzonal agreement. They may hope that their stalling will achieve a 
relaxation of Western controls over illegal exports. 


,, Soviet High Commissioner cha rges remilitarization of Western zones 
At the meefing-oFtKi- Allied CounciToh SBTept ember, the Soviet High Com- ' 
missioner introduced a lengthy statement of charges that the three Western 
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powers have been remilitarizing Austria* Included in the bill of particulars 
were the allegations that the Western zones are producing military materials 
in plants previously utilized for such purposes by the Nazis, that military 
installations have been constructed throughout the Western zones, that an 
Austrian army is being organized covertly within the police and gendarmerie, 
that the US is authorizing Austrian preparation of fortifications, and that 
since 1950 the Austrian Government has issued numerous laws removi ng Allied- 
imposed restrictions on military activities* 


These charges were vigorously denied by the Western commissioners* They 
proposed an inspection of all four zones in which the Austrian Government 
could participate and find out whether or not Austrian funds were being 
wasted as alleged by the Soviet Commander* This proposal was not accepted, 
and discussion of the matter ended with the Soviet Commissioner ann ouncing 
his intention to raise the question in the military and economic directorates. 


The US Legation believes that the Soviet charge is a preview of the 
probable attitude Moscow will assume when Austrian treaty discuss ions are 
resumed. | j 


Comment; The alleged failure of demilitarization and denazification 
a favorite weapon of the Soviet authorities whenever they want 'to belabor 
the Western powers ^ on the subject of Austria. The Soviet re mi litarization 
charge is a formalization of recent Communist propaganda allegations that 
Western Austria is being rapidly incorporated into Western defense plans. 


Income t ax returns in Italy are disappointing : Reports in the 
Italian press and from the working level at the Finance Ministry indicate 
a decided slowness in the return of income tax declarations, the deadline 
for which is 10 October. A disturbing number of tax-payers are declaring 
only that amount of income agreed upon in past years between them and the 
tax-collectors. Such declared incomes are much lower than actual incomes. 


Italian Finance Minister Vanoni has told US officials that the progress 
made on collecting the taxes is ’'.satisfactory,” but that the yield from 
.income taxes this year may decline by a "small amount." ' 


Comment-; 


At the end of 19^0 the Italian Parliament adopted fiscal 


■ ■ , — ^ x oJ. llaJUCHu CtUUUUtJU XlSCSj. 

reforms designed to shift the emphasis in taxation from "indirect" to "direct" 
taxes. The Italian Government hopes eventually to secure a large enough 
proportion. of revenue from direct taxation equitably levied so that it can 
abandon or reduce the other indirect taxes which at present weigh so heavily 
a ? d put Italian industry at a disadvantage in foreign markets. 

ar -? ° ne ° f the raain points of this Program. However, 
because of the traditional evasion of income tax, it will be some time before 

the government will be able to bring about an acceptance of "income tax 
declarations" on a US standard. 
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6 ’ ^ The 

Argentine crews would be uennitted to + ge +w lne Embass ^ 10 Montevideo that 
to return the seven ar^ K “ the Tari ° w ^fields in Uruguay 

the 28 September disturbances S!? Sinp V es0 . aping fr °® Argentina after- 
Argentine Embassy wCs^l“ SoiS thCfthe f-r alre ??? b6en ° laimed - Tha 
appropriate supervision in £ Tn^rTor of Ur^y 9 ^ * interned Und - 

far iSicltfs n approvai a of y thrDromnt n0 pr ° test regardin f asylum, and thus 
authorities,, The Suavan roS^ P taken by the ^Wn 

attitude and make every effort to^void^^J f° follow a strictly correct 
already strained by the presence of othe^K redatlons which are 

refused Passion .t act the ArgeS^^^^ 1 - 


Argentine ^e^L^StCed CrSbCSijT ^ti^t^ ” r " e " apan =°lony of 

freedom allowed these exiles under Urug^fSCg “S S r f mt ? d the 
and movement. Another source of ir-ita+iL + +? * n °f frecd om of speech 

the initiation in Montevide^ of a s^U n? J? th f V ^pntine Government is 
throughout Argentina bv thp> Ta-Mn a ■ iweekly broadcasts, received 
Federation of Free Trade Un?o ^ Section of the International 

domination of the Argentine labor movement! ^ G ° ndemned government 
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7 « PARAGUAY o Possible shifts in high official positions ; 


the US Embassy in Asuncion indicate that General Emilio Diaz 
ae vivar, commander in Chief of the Armed Forces, has been requested to 
resign, and that he has been, or will shortly be, relieved of his position* 
It is expected that he will be named Ambassador to Argentina* Other rumors 
involve several possible changes in the cabinet, army, and police. The 
embassy states that there have been no important troop movements or 
indications of pending di sturbances, and that the fl cha nges apparently have 
been amicably arranged*” 


Comment: 


Paraguayan Government 


officials are aiviaea on tne advisability of a unification of the now ”in” 
Democratic Colorado Party and the ”out” Guion Rojo Colorado faction* This 
issue may be a partial explanation for any changes in high-level positions* 
The embassy has commented that the unification issue or the longer-range 
issue of a constituent assembly could bring ”an open split among the 
Democratic C dorados, with resulting attempts to overthrow the Chaves 
regime* o*o” Diaz de Vivar's position on these issues has not been clear. 

It seems possible that he may have become unsatisfactory to the government 
after his former subordinate. General Francisco Caballero Alvarez, was made 
Minister of National Defense. 


25X1 


25X1 


TOP SECRET 

ll+ 2 Oct 51 

Approved For Release 2004/04/19 : CIA-RDP79T01146A000400270001-9 








Approved For Release 2004/04/19 : CIA-R0P79T01146A0Q^0270001-9 

TOP SECRET 



2 October 1951 


CIA No. 493 63 -A 
Copy No. . n 


25X1 


TO THE DAILY DIGEST 


25X1 


Office of Current Intelligence 
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This summary of significant reports has been prepared primarily 
for the internal use of the Office of Current Intelligence. It does 
not represent a complete coverage of all current reports in CIA 
or in the Office of Current Intelligence. Comments represent the 
immediate views of the Office of Current Intelligence. 
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SECTION 2 (EASTERN) 


2g ^ cia tion of Anglo-Egyptian Trea t y increasingly faygred in 
Sentiment in Egypt favoring denunciation of the 1936 Anglo- — 
Treaty + ls increa3in gj despite the outward atmosphere of calm 
-nipaH ? ^ he us ^bassy in Cairo reports that there is wide- 

spread skepticism in Egypt over the "new proposals" promised bv the British 

liberate co^ter r t£ le doubt . vhe ^. her the ne * proposals will be sufficiently 
noerai to counter the current anti-Western feeling in Egypt. ^ 

30 s ®Pjember the US Ambassador asked King Farouk to delay Egypt's 
?eSi2 X? unt P,, the Proposals could be advanced. fSS 

? c? roc 2TJJSS rCpSS Government 


- - •* A V^UUAl. 

r — SQJt — be — ne cessary to use them [ 

V___I ZZJ L 


schemf^thi success f u l Implementation of the Middle East Command 
r, e \ ! P ro P 0 sals — - depends in large measure upon Egypt's 
the + + 6 pd f n ° . 0nce Egypt has taken the drastic step of abrogating 

i? 6 * re&t ?’ “ «ill b ® difficult, if not impossible, to induce the 

ssmsts SLrsssr a new defense soheme «» *■—* 


25X1 


SS fflomlo Situation : At the present rate of use, Iran's foreign w 
change will last until January or February igfjgj 2 ^ eX ~ 


ls beila '"* d to be dll ’ llculL, !t Is less aerious^than" 

SS to Sir 9 .*” «?*r. « 


tH+ot +„ T J - LiJUU - a w-xeuay developed country. Imports are 

^ economy only as a long range factor for^pitafdeveSJ- 


Comment ; This supplements statements of the US Embassy in Tehran 
that Iran can avert economic collapse for several months7 The lacfS 

and^^ricultural vrevent the implementation of the economic 

a agricultural development plans which Iran badly needs. 
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SECTION 3 (WESTERN) 


r.y?? ° Yu ^° 3 laVia 5U ^ e3t ® Trieste anhitw . on 

hL ?iS Sit "Jf ^ ^ H T t0 Yu ^ lavia > Signor Martino, expressed 
view that if the Yugoslav Government would extend their existing offer 
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reached." Martino ^chief ^gmSt & TrieSte settleme nt might be 

If the Yugoslavs control thU^ fw^S? strate S lo S said that 
into Trieste. ' nt Uley “ ould command the shipping routes 

that £ r h t ^no"££uc?io^’'Zm’E™ at t H th r e Were . hls perst>nal **«», and 
ment might bs willing to settle for th 1 s & w° U i^ indicate that his govern^ 


the I taf^n^Go vernment S a t °thi s "^time ° n ^ his Proposal is acceptable to 

is similar to Count Sforza's proposal that is Mar ^ n ?'® solution, however. 
Territory of Trieste along ethSfSes! ’ & 1<>n ° f the fceB 
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